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We have considered your application for recognition of exemption from
Federal income tax under Section 501{c)(6) of the Internal Revenue Code.

The information submitted discloses that you were incorporated on
under the nonprefit corporation laws of the state of

The following statements appear in Article 2 of your Bylaws:

"This corporation is organized for the purpose of managing the
Wigconsin mink industry and shall have the following objectives:

A.  Twmproving the production and sales of I ink and fur;

B. Contracting with any public or private organization for
accompllishing the purpcses and objectives of the improvement of
the mink industry. This may include conducting research on
marketing, production, guality, and sale practices; 1mproving
methods and practices related to the production, genetics,
processing or marketing of mink and fur; developing new and
existing markets for mink and mink preoducts and fur: and
providing educational programs frem producers, buyers and
consumers; and

C. Conducting the affairs of the corporation consistent with the

laws of I 2:n¢ in z manner accountable to the state's mink
producers and fur preducers; and

D. To engage in the education of commercial mink preoducers on the
adventage of profitable marketing and management techniques, and
improvad animal health standards; and
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F. To provide a factual minlk and fur marketing information to
producers; and

F To develop and initiate a private sector business which would
continue and streangthen the operation of the marketing system.

G,  Te reviaw and consxider developing 2 mink and/or fur agricultural
mavketing order.”

Your organization is a membership organization governed by a Board of
Divactcory, ~onsisting of five of your members. Membership in your
organization is limited to mink producers. "2 mink producer means an
individual, partnership, corporation or other business entity esngaged as
an owney ov tenant in the preduction and sale of mink pelts and mink
hreeding stock." (Bylaws, Article 4 Organization, Section 1. Boxrd of
Directors. )

In your application and supporting statements, you stated that your
"crganization was set up so the mink ranchers in [ I could form a
unified board to sell the mink pelts to the end user. This with the
intention of obtaining better selling prices for the participating
ranchers. By setting up the orgenization and using one lcocal sales
representative the ranchers are abkle to present buyers with more pelts
and can guarantee nigher quality pelts. They veceive better
advertigement and presentation."

To achieve this objective you have contracted with a self-employed sa es
representative NN o I - 15 casponsible
for contacting potential buyers, presenting the products for sale {(mink
pelts), and negotiating and setting up contracts with buyers. You do not
have anvy salaried employees and do not propose to have any in the near
future,
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Gross receipts sales of the mink pelts are approximately RN
dollars per vear and proceeds from these sales account for approzimately
B of your total revenues. Qut of these revenues 2 Ml commission is
paid to your sales representative, I, :19 the rest is
distributed pro rata to memper ranchers. The sale of mink pelts and the
vro rata distripution of the proceeds to member ranchers i1s far and away

yOouT primary activity.

Section 501(c)(6) of the Internal Revenue Code provides for exemption of
"business leagues, chambers of commerce, real estate boards, boards of
trade, or professional football leagues (whether or not administering a
pension fund for football players), not organized for profit and no part
of the net earnings of which inures to the benefit of any private
shareheclder or individual."



Rection 1.801(c)(6)-1 of Income Tax Regulations reads as follows:

"AUSTNFESS LEAGUES, CHAMBERS OF CCMMRRCE, REAL ESTATE POARDS AND BOARDS OF
YRADE. A business league is an asscociation of persons having some common
hsinegs interest, the purpese of which is to promote such common
interest and not to engage in a reqular business of a kind ordinarily
rarvied on for profit. Tt 1s sn organization of the same goneral class
as a chavber of commerce or boavrd of trade. Thus, its activities shoold
ne directed to the improvement of husiness conditicnas of one or more
lTires of businesg as distinguished from the performance of particular
services for individual persons. An organization whose purpose is to
endage in a regular husiness of a kKind ordinarily carried on for profit,
even thoungh the business is conducted on a cooperative basis or produces
only sufficient income to be self-snstaining, is net a business league.

An ossgcoiation engaged in furnishing information te prospective
investors, to enable them to make sound investments, is nhot a business
league, since its activities do not further any common business interest,
even thoush all of its income is devoted to the purpose stated. A stock
or commodlity exchange 1s not a business league, a chember of commerce, or
a boarw cf trade within the meaning of section 507 (c)(6) and is not
axempt from tav., Organizations otherwise exempt from tax under this
gection are taxable upon theiyr unrelated business tavable income. See
sections 511 to 515, inclusive and the regulations thereunder.

In Revernue Ruling 55-734, 1959~2 C.B. 149, the Internal Revenue Service
considered whether the operation of a multiple listing system by an
ctherwise exempt resl estate board would cause it to be denied evemption
from Federal income tax as an organization described in section 501(c)(6)
of the Internal Revenue Code. The actual function of the multiple
lierting sysrem involved the listing of p-operties for sale by their
owners with 2 real estate brokev, under an "exclusive listing contract,"
which became available to all other broker-memhers of the board. Upon
receipt of a listing the beard forwarded it, with all percinent
information, teo its other broker-memberg. Such listings hacame the
property of the hoard for a stated period of time, and. ugon a sale
during this period, a certain percentage of the normal commission was
allocated to the board as a fee or commission, the remainder beiny
divided hetween the selling and listing brokers pursuant to a prearranqged
schedule. The question for determination was whether the operation of a
multiple lisfing service constitnted the performance of particular
services for individual persons and whether the operation of a real
estate multiple listing service is a business of a kind ordinarily
carried on for profit, hoth within the meaning of sectionl.501(c)(6)~1 of
the vegulations. It was concluded that "the multiple listing systems as
opevated by real estate boards 1s inherently designed for the rendering
of particular services for individual members as a convenience and
econolmy in the conduct of their respective husinesses."
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Therefere, instead of primavily engaging in activities for the
mprevement of business conditions within the real estate business
generally, the organization wasg performing particular services for its
members throuah the maintenance and operation of its multiple listing
system by providing them with listings of properties feor sale, which
served them as a convenience and economy in the conduct of their
businesses. It was further concluded that the operation of a real estate
multiple listing service constitutes a business of a hind orainarily
carrvied on for prefit. Accnrdingly, it was beld that, where the primavy
purpese or activity of a real-estate board is the operation of a

multiple listing syoten, the real-estate board is not entitled to
exempticn from Federal income rax as an organization described 1n section
501 () {6) of the Code.

As vour primary activity is the cellective selling of members' mink pelts
and the pro vata distribution of the proceeds to memher ranchers as a
convenience and economy in the conduct of their respective businesses,
vou are rendering particular services to your members. The services
provided by vou perform an intecral function of your membevrs' husinesses
and, in the absence of the service provided by you, vour wmembers would
have te perform cuch functions for themselves. Therefore, instead of
primarily engaging in activities for the improvement of business
conditionsg within one ov more lines of business, yon are performing
particular services for your memkers. As 3 result, we conclude you are
not an organizatior of the typs described In section 501 (c)(6) ot the
Code and are not ent tled to exemption from Federal income tax as an
orvganization described in section 501 (c){(&).

If vou de not agree with these conclusions, you way within 30 days from
the date of this letter, file a brief of the facts, law and avguments (1iun
duplicate) which clearly sets forth your position. In the event you
dasive an coral discussion of the issues, von sheould s 1
submission. A confereuncs will he srranyed In the Regional Office after
ou have aubmitted yeour brief to the Chicage Distryict Office and we have
1ad an oppovtunity fo considsr the brief and it appears that the
nclusions reached are still unfavorable to you. Any submission must be
signed by cne of ycour principal officers. If the matter is to be handled
by a representative, the Conference and Practice Requirements regarding
the filing of a power of attorney ari evidence of enrcllment to practice
must he met. We have enclosed Publication £92, Exempt Organizatlion
App=al Procedures for Adverss Determinations, vhbich explains in detazl
vour rights and proceduras.

g0 indicate in your
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If you do not protest this proposed determination in a timely manner, it
will be considered by the Internal Revenue Service as a failure to
exhaust avallable administrative remedies.

You are reguired to file Federal Income Tax Returns.

Contributions made to vou are not deductible by the donors as charitable
contributions as defined in Section 170(c¢) of the Code

Please keep this determination letter in your permanrent vecords.

If you ayree with this determination, please sign and return the enclosed
Form 6018.

If we do not hear from you within 30 days from the date of this letter,
this determination will become final.

Sincerely yours

Enclosures:
Publication 892
Form 6018



